
LIBERTY CAPITAL 

Current Communicatiorls Group 

FUN Technologies Inc. 
(TSXIAIM: FUN) 

GoPets, Ltd 

0 1 1  Gornmand Corporatiori 

Sling Media 

TruePosition. Inc~ 

Wildblue Communications, Inc. 

OPERATING BUSINESSES 

Developing Broadband over Power Line 
(BPL) technology and solutions through its 
two subsidiaries. Current Communications 
and Current Technologies. 

provider. Provides cutting-edge gaming 
systems to top distribution partners around 
the world. 

Virtual community of pets that interact with 
each other and other users all over the 
world. Currently in an open beta phase in 
fifteen languages and eight territories 
around the world. 

Provider of in-roorii irileraclive 100%~~) 
entertainment, Internet access, business 
information and guest services for the 
lodging industry 

Consumer hardware and application 6% 
company that turns any Internet-connected 
PC, Mac, or mobile device into your home 
television. 

Provider of wireless location technology and 
services. 

Ka-band satellite network focused on 
providing broadband services to homes and 
small offices in North America. 

16% 

Online and interactive casual games 53% 

25% 

89% 

32% 
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LIBERTY CAPITAL 

~ ~~~ ~~~ ~~~~ ~~~~~~ ~ ~ 
~~~ ~ ~ 

ATTRIBUTED 1 
OWNERSHIP AT i 

BUSINESS DESCRIPTION 12/31/06 . 1 l~ ~ ~ ~~ _ _ ~ ~ _ _  
PUBLICLY TRADED INVESTMENTS-FINANCIAL 

CBS Corporation 

Embarq Corporation 
(NYSE- FQ) 

Motorola, Inc 
(NYSE: M O q  

priceline.com, Incorporafed 
(Nasdaq: PCLN) 

Sprint Nextel 
(NYSk: S) 

Time Warner Inc 
(NYSE: TWX) 

Viacom Inc 
(NYSE: VIA) 

Mass media company serving audiences 1 ~ 5 1  
and advertisers domestically and 
internationally. Operates in virtually every 
field of media and entertainment, including 
broadcast television, cable television, local 
television, television production and 
syndication, radio, advertising on out-of- 
home media, publishing, digital media and 
comsumer products. 

Provides a suite of communications services 
to customers in its local services territories. 
Offers local and long distance voice, data, 
high speed internet, wireless and 
entertainment services. 

3% 

Provider of integrated communications 3% 
solutions and embedded electronic 
solutions. 

consumers to make offers on products and 
services. 

communications services bringing mobility 
to consumer, business and government 
customers. 

Media and entertainment company whose 
businesses include filmed entertainment. 
interactive services, television networks, 
cable systems, music and publishing. 

Global media company, with postions in 
broadcast and cable television, radio. 
outdoor adverlising, and online. Brands 
include CBS, M N ,  Nickelodeon, Nick at 
Nite, VHI.  BET. Paramount Pictures, Infinity 
Broadcasting. Viacom Outdoor, UPN, TV 
Land, Comedy Central, CMT: Country Music 
Television, Spike W, Showtime, Blockbuster, 
and Simon 8 Schusler. 

Provider of e-commerce service allowing 1% 

Offers a comprehensive range of 3%'6' 
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LIBERTY INTERACTIVE 
~ ~- . ~~~ ~ ~ 

~ ~~ 

OWNERSHIP AT l~ BUSINESS ~~~~~ ~ ~ ~~~~~~ DESCRIPTION ~~~ ~ ~~ . j *:ZD-] 
OPERATING BUSINESSES 

Online retailer of costumes and accessories 

E-commerce market place providing a 
collection of branded websites each offering 
high quality. perishable products shipped 
directly from the supplier to the consumer 
and designed specifically around the way 
consumers shop. 

100% 

100% 

I ENTITY 

BUYSEASONS. inc. 

Provide Commerce 

O K .  Inc An electronic retailing leader, marketing a 
wide variety of brand name products in 
such categories as home furnishing. 
licensed products, fashion, beauty, 
electronics and fine jeweliy. 

18 

100% 



LIBERTY INTERACTIVE 

PUBLICLY TRADED INVESTMENTS-STRATEGIC 

24%") IACIlnteractiveCorp 
(Nasdaq:IACI) 

Expedia. Inc. Empowers business and leisure travelers 20%(7', 
(Nasdaq. EXPE) with tho tools and information needed to 

research, plan, book and experience travel. 
It also provides wholesale travel to offline 
retail travel agents. Expedia's main 
companies include: Expedia.com. 
Hotels.com, Hohvire. Expedia Corporate 
Travel, TripAdvisor and Classic Vacations. 
Expedia's companies operate internationally 
in Canada, the UK, Germany, France, Italy, 
the Netherlands and China. 

Operates businesses in sectors being 
transformed by the internet, online and 
offline. IAC is comprised of HSN; 
Cornerstone Brands, Inc.; HSE24; 
Shoebuy.com; Ticketmaster; Lending Tree: 
AealEstate.com: ServiceMagic; Match.corn; 
Entertainment Publications: Interval 
International; Ask.com; Citysearch; Evite; 
GiHs.com; Buy; Pronto; and CollegeHumor. 

~ ~~~ ~ ~~ 

(1) Uigital services. 

(2) Liberty Media Corporation owns an approximate indirect 11 % economic ownership in Crown Media 
Holdings. Inc. (NASDAQ: CRWN). 

(3) Liberty's voting interest in News Corp. is approximately 19%. On December 22,  2006 Liberty 
announced that it entered into a definitive agreement with News Corporation lo exchange Liberty's 
16.3% stake in News for a Ncws Corp. subsidiary holding a 38.5% stake in DIRECTV Group, Inc.. 
regional sports networks in Denver, Pittsburgh, and Seattle, and cash. 

(4) On December 13, 2006, Liberty entered into an agreement with Lodgenet Entertainment 
Corporation 10 sell its ownership of OnCommand Corporation for a Combination of stock and cash. 

(5) On February 13. 2W7. Liberty announced a transaction in which Liberty will exchange its 7,591,249 
CBS common shares for a newly created corporate subsidiary of CBS which holds CBS' Green Bay 
owned television station and cash. 

(6) Less than 1% of voting power. Liberty beneficially owns shares of Sprint Nextel commn stuck and 
instruments convertible into Sprint Nextel common stuck. 

(71 Liberty owns approximately 20% of Expedia common stock representing approximately 52% voting 
interest, however. the Chairman of Expedia currently has the authority to vote these shares. 

(8) Liberty owns approximately 24% of IAC common stock representing approximately 55% voting 
interest, however. the Chairman and CEO of IAC currently has the authority to vote these shares. 
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Mnrkei for Hegisrront'.s Common Equity, Related SIorkholdcr Matters nrd Issuer Purchnm oJ Equity 

Markel Injormalion 

Securilipr. 

We isued our trarkiug stocks, Liberty Capital Scries A and Series B common stock (LCAPA and 
LCAPD) and Liberty Illteractivr Scrics A and Series B common stock (LINTA and LINTB), on 
May IO, 2006. Holderr, of our predecessor's common stock received .25 of a share of LINTA and .OS of 
B share 01 LCAPA in exchangc for each share of Series A common stock held and .25 of a share of 
l . lNIr5 and .05 of a share of LCAPB in exchange for each share of Series B common stock held. Each 
wrics nf our  tracking stock trades on t h r  Nasdaq National Market. Prior io May 10, 2006, our two 
srrics nf cominion stock, Series A and Series B. traded on the New York Stock Exchange under the 
syrnhols L and LMC.B. respectively. The folluwing tdhk sets forth the range of high and low sales 
prices 01 sttares of our common stock lor the ycars ended December 31, 2006 and 2005. 

2IM.7 
First qux t t r  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Szcoiid quarter . . . . . . . . . . . . . . . . . . . . . . .  
Third quartcr through July 20, 2005' . . . . . . . . . . .  
.Inly 21 through Scpternber 30. ZOOS* . . . . . . . . . . .  
Fourth quarter. . . . . . . . . . . . . . . . . . . . . . . . . . . .  

2 0 6  
First quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Sccond ciuiirtcr through May 9, 2006. . . . . . . . . . . .  

2OlM 
Second quarter-May 10, 2006 through J u n r  311, 200h 
Third quarter . . . . . . . . . . . . . . . . . . . . . . . . . .  
Fwrtli quarter. . . . . . . . . . . . . . . . . . . . . . . . . . . .  

2(K/(, 
Second quarter-May 10, 2006 through June 30, 2006 
Third quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Fourth qiiartei . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . .  

. . .  

. . .  
. . .  
. . .  

Series A Series B 
(L) II.MC.II) 

High Low- High La 
~. ~ 

. . . . . . . . .  $10.93 9.97 11.60 10.30 

. . . . . . . . .  910.28 9.89 10.75 10.00 

. . . . . . . .  $8 .90  7.98 10.15 8.12 

. . . . . . . . .  $ 8.18 7.59 8.56 7.55 

. . . . . . . . .  $10.64 11).01 11.06 10.20 

. . . . . . . . .  

. . . . . . . . .  

. . . . . . . .  

. . . . . . . . .  

. . . . . . . . .  

. . . . . . . .  
. . . . . . . . .  

. . . . . . .  

$ 8.44 7.73 8.50 7.80 
$ 8.76 8.20 8.90 8.20 

Liberty Capital 
Series A Serips B 

(LCAPBI IIIcapAI 
High Law Nigh Low 

--__ 

$83.95 77.00 87.99 79.20 
$87.02 80.01 87.25 80.73 
$98.80 83.32 Y9.46 84.34 

Liberty tnbractivt 
series A Serier B 

(LINF8) (LIMA) 

High Law Hiih Low 
~~~ ~~~~ ~ 

_ _  .- ~- - 

$ 2 0 . 2 ~  16.28 20.09 15.98 
$20.60 15.84 20.50 16.00 
$23.29 19.85 23.13 19.61 

~- - 
' Our spin off of DHC was completed on July 21, 2005. 

I~oldelT 

As of January 31, 2007. thcre were approximately 68,000 and less than 1,ooO beneficial holders of 
m r  Liberty Capital Series A and Scries B common stock, respectively, and approximately 74,000 and 
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Icss t h a n  1,000 heneficial holders o f  our Liberty Interactive Scries A and Series B common stock, 
rcspeiliiely. 

Dividends 

We have no1 paid any cash dividcnds on our common stock, and we have no present intention of 
SO doing. Payment of cash dividends, if any, in the future will be determined by our Board of Directors 
i n  light 111 o u r  earnings, financial condition and other relcvanl considerations. 

Srcurifies Authorized for Isruance Undrr Epquify Compensdion Flam 

Information required by this item is incorporated by reference ti) our definitive proxy statement for 
our 2007 Annual Meeting of shareholders 

Purchases of EquiIy Securities by the Issuer 

l l b r C t 3  I.terar*ue series A corn- slack -~ _ _ ~ ~  ~~ 

(d) Miilmmm NUmbw 
(or Appmrimalr Dollar 
Yaluc) ol Shares thal 

i;II Wl Number ih) Avrlmge Shares Purrhssrd as Pan Ma, %I Be purchased 
sf Shams Prim R i d  per ol Publicly Announced Under lhe Plans or 
Purrhared Sham Plms or Programs Proyamn(1) 

(c) lbtsl Nombu of 

~~ ~~ ~ ~- Period 

Octohci 20116 . . . . . . . . . 5,129.24h $ 21.22 5,129,246 $ 160.5 million 
Novemhrr 2006 ~ . . . . . . . 1,443,499 $ 22.51 1,443,499 $ 1,082.9 million 
Deccmlxr 21106. . . , . . . . 1,578,701) $ 22.66 3,578,700 $ 1.W7.2 million 

Totdl . . . . . . . . . . . . . ~~ 10,151,445 10,151,445 
~ 

(1)  Our program to repurchase shares of Liberty Interactive common slock was approved by our board 
of directors and disclosed in our 2006 Annual Proxy dated April 7, 7.006. In November 2006, our 
[ward of directors inaeased thc aggregate amount of Liberty lnleractive common stock that can 
t)c repurchased from $1 hillii)n to $2 billion. We may alter or terminatc the program at any timc. 

F-2 



S r k e d  Financial Data 

The following tables present selected historical information relating to our financial condition and 
results of opera t i~ is  lor the past five years. Tic following data should he read in conjunction with our 
consolidated financial statements. 

Summary BaInnce Sheer h t a ( l ) .  
Investments in availahle-for-sale securities and other cost 

invcstnimts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $21,622 18,489 21,834 19,544 14.156 
Investment in affiliates . . . . . . . . . . . . . . . . . . . . .  $ 1,842 1,908 784 74s 3,420 
Assets of discontinued o lions . . . . . . . . . . . . . . . . .  $ 512 516 6,258 9,741 8,985 
Total assets. . . . . . . . . . . . . . . . . . . . . . . . . . .  . . .  $47,638 41,%5 50,181 54,225 40,324 

Stockholders' equity . . . . . . . . . . . . . . . . . . . . . . .  $21,633 19,120 24,586 28,842 24,682 
1.ong-term debt(?) . . . . . . . . . . . . . . . . . . . . . . . .  $ 8,909 6,370 X,566 9,417 3.646 

Yean ended k c n b c r  31, 

2006 2005 2004 2003(23 2Nl2 

except per shirr smomnlo) 

- ~- __ ~ ~~ 

(snoonlr innilllo"., 

Summary Statement ofoprutionc r)aru(l): 
. . . . . . . . . . . . . . . . . . . . . . .  $8,613 7,646 6,743 2,934 1,010 
. . . . . . . . . . . . . . . . . . . . . . .  $1,021 944 788 (841) 189 

Realized and unrealized gains (losses) on financial 
instruments, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ (279) 257 (1,284) (661) 2,127 

Gains (losses) on dispositions, net. . . . . . . . . . . . . . . . . . . .  S 607 (361) 1,411 1,128 (526) 

Earnings (loss) from continuing operations(4) . . . . . . . . . . .  $ 709 (43) 105 (1,144) (2,783) 
Basic and diluted earnings (loss) from continuing operations 

Nontemporary declines in fair value of investnicnts . . . . . . .  $ (4) (449) (129) (22) (5,793) 

per common share(S): 
Liberty common stock . . . . . . . . . . . . . . . . . . . . . . . . .  $ .07 (.02) .&I (.42) (1.07) 
Liberty Capital common stock. . . . . . . . . . . . . . . . . . . . .  $ .24 - - - - 
Liberty Interactwe common stock . . . . . . . . . . . . . . . . .  $ .73 - - - - 

~~ ~- ~ 

(1 )  In the fourth quarter of 2006 we executed agreements to sell our interests in Open'lll C o p  
(~'OPTV") and Ascent Entenainment Group ("AEG), which is the parent company ol On 
Command Corporation, in separate transactions to unrelated third parties. Our consolidated 
financial stiitements and selected financial information have been prepared to rrflrct O W  and 
AEG as discontinued operations. Accordingly, the assets and liabilities, and revenue, costs and 
expenses of OPTV and AEG have been excluded from the respective captions in our consolidated 
financial statements and selected financial information and have been reported under the heading 
of discontinued operatiuns. See note 5 to our consolidated financial statements for additional 
information rcgarding O W  and AEG. 

(2 )  On Septcmhcr 17, 2003, wc completcd our acquisition of Comcast Corporation's approximate 56% 
ownership in QVC, Inc. for approximately $1.9 billion, comprised of cash, floating rdte senior 
notes and shares of our Series A common stock. When combined with our previous ownership of 
approximately 42% of QVC, we owned 98% of QVC upon consummation of the transaction, 
which is deemed to have occurred on Septemher 1,  2JM3, and we have mnsolidated OVC's 
Cinancial position and results of operations since that date. 
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( 3 )  FSC~U~KS the call option portion of our evchangeahle dehznturrs. See note 9 to our consolidated 
financial statcniciits. 

(4) O u r  2003 operating I n s  and 1 0 s  from continuing operations include a $1,352 million goodwill 
impairment chargc related to our wholly-owned suhsidiary, Starz Entertainment, L1.C (formerly 
k n o w n  as Starz Entertainment Croup LLC). 

( 5 )  Ilnsic and diluted earnings per share have been calculated for Liberty Capital and Liberty 
Interactive cnmmon stock for the period from May 10, 2006 to December 31, 2006. EPS has been 
calculated for Liherty cimimon stock for all periods prior to May Ill, 2006. 

Mmagement’s Discursion ond Analysis oJ Fimnckl Condition and Results oJ Operations. 

and financial condition. This discussion should be read in conjui~tion with our accompanying 
consolidated financial statcments arid the notes thereto. 

Overview 

The following discussion and analysis provides information concerning our results of operations 

We are a holding company that owns controlling and non-controlling interests in a broad range of 
video and on-line commerce, media, communications and entertainment companies. Our more 
significant operating ruhsidiaries are OVC, Inc. and Starz Entertainment, LLC. QVC markets and sells 
a widr variety of consumer products in the United States and several foreign countries, primarily by 
means of televised shopping programs on the QVC network5 and via the Internet through its domestic 
and international wehsitcs. S tan  Enlertainment provides premium programming distrihuted by cable 
operators, direct-lo-home satellite providers, other distributors and via the Internet throughout the 
llnited States. 

In 2006, we began implementing a stralegy to convert pawive investments into operating 
businesses. We exchanged our cast investment in ID?’ Corporalion for IDT‘s subsidiary I D T  
Entertainment, and we signed an agreement with News Corporation to exchange our investment in 
N c w ~  Curporation lor a News Corporation subsidiary which would own News Corporations’ 38.5% 
interest in The DirecTV Group, three regional sports television networks and cash. In addition, we 
acquired controlling interests in Provide Commerce, Inc._ FUN Technologies, Inc. and BuySeasons, Inc. 

Our “Corporate and Other” segment includes our other consolidated subsidi.dries and corporate 
expenses. Our other consolidated suhsidiaries include Provide Commerce, Inc., Starz Media, LLC, FUN 
Trchnologies, Inc., TruePosition, Inc. and BuySeasons, Inc. Provide, which we acquired in 
Frhruaiy 2006, opcratcs an e-commerce marketplace of websites for perishable goads, including 
llowern. gourmel foods. fruits and desserts. Starz Media. which we acquired in the third quarter of 
2006, is fwused on developing. acquiring, producing and distributing live-action, computer-, *enerared 
and lraditiunal tclcvision animated productions for the home video, film, broadcast and 
direct-to-consumer markets. FUN, in which we acquired a 5% common stock interest in March 2006. 
operates wehsites that offer casual gaming, sports information and fantasy sports services. TruePosition 
provides equipment and technology that deliver location-hased services io wireless users. BuySeasons, 
which wc acquired in Augusi 2006, operates BuyCostumes.com, an on-line retailer of costumes. 
accessories, d&or and party supplies. 

which we account for as an equity method investment, and we continue to maintain significant 
investments and related derivative pasitions in public companies such as News Corporation, IACi 
InterActiveCorp, Time Warner Inc. and Sprinr Nextel Corporation, which are accounted for at their 
respective fair market value and are included in carpirate and other. 

In uddition to the foregoing businesses, we hold an approximate 21% interest in Eupedia, Inc., 
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lineking Sfueks 

On May 9. LtKlh. wc completed a restructuring pursuant to which we were organized as a new 
hnlding uiinpany, and wc became the new puhlicly traded parent company of Liberty Media LLC, 
which w:+s formerly known as liheity Media Corporation, and which wc refer to as “Old Liberty”. As a 
rrsult of tlic restructuring, all of the Old Liherty outstanding common stock was exchanged for our two 
new tracking stocks. Liberty Interactive common stock and Liberty Capital common stock Each 
liacking stock issued in the restructuring is intended to rrack and reflect the economic performance of 
oiic :If t w i  ncwly designated groups, tlie Interactive Group and the Capital Group, respectively. 

A tracking rlock is a typc of uimriioii stock that the issuing company intends to reflect or “ t rack  
thc cconoinic performance of a particular business or “group,” rather than the economic performance 
t i l  the company as ii whole. While thc liiteractive Group and the Capital Group have separate 
collections of husinesses, assets and liahilities attributed to them, neither group is a separate legal entity 
and thcrcfoie cannot own asscts. issue securities or enter into legally binding agreements. Holders of 
tracking stocks have no dircct claini to  the group’s stock or assets and are not represented by separate 
hoards of dncctors. Instead, holders of tracking stock are stockholders of the parent corporation, with a 
sin@ hoard of directors and subject to all of the risks and liabilities of the parent corporalion. 

The term “Interactive Group” does not represent a separate legal entity, rather it represents those 
husincsscs, assets arid liabilitics which we have attributed to it. The assets and businesses we have 
attrihuted tu thc lntcractive Group arc those engaged in video and on-line commerce,, and include our 
subsidiaries QVC, Provide and BuySeasons and our interests in Expedia and IACIInterActiveCorp. The 
lntcractive Group will also include such other businesses that our board of directors may in the future 
dctcrmine to attribute to thc liitcractive Group, including such other businesses as we may acquire for 
the liitcractire Group. In addition, we have attributed $3,108 million principal amount (as oC 
December 31, 2(Mlb) of our existing publicly-traded debt to the Interactive Group. 

Thc term “Capital Group” also does not represent a separate legal entity, rather it represents all 
<if  our husinesscs, assets and liahilities other than those which have been attributed to the Interactive 
Group. The assets and husineses attributed to the Capital Group include our subsidiaries Starz 
lntertainmcnt, Starz Media, FUN and TruePosition, our equity affiliates GSN, LLC and WildBlue 
Communications. Inc. and our interests in News Corporation, Time Warner Inc. and Sprint Nextel 
Cnrporation. The Capital Group will also include such other businesses that our board of directors may 
i n  \he future determine ti1 attribute t o  the Capital Group, including such other businesses as we may 
iicquire for the Capital Group. In  addition. we have attributed $4,580 million principal amount (as of 

mbcr 71, 2W6) of our existing publicly-tradrd debt to tlie Capital Group. 

Sec Exhibit 99.1 to this Annual Report nn Form IO-K for unaudited attributed financial 
infnrrn:r\ioii lrir our tracking stock groups. 

I)isconlinued Operalions 

In the fourth quarter of 2006, wc committed tu two separate transactions pursuant to which we 
intend to sell our interests in OpcnTV Corp and Ascent Entertainment Group (“’REG”) to unrelated 
Ihiril parties. The agreement to sell OpenTV was executed in October 2006 and provided for us to sell 
all of our controlling interest in Opml’V for approximately $132 million in cash. Pursuant to an 
agrecment with OpcnTV, we would pay Open’l’V up to approximately $20 million of the sales proceeds 
tin the first anniversary of the closing, suhject to the Satisfaction of certain conditions. The transaction 
was completed on January 16, 2007. The agreement to sell AEG, n f  which the primaly arret is 100% of 
the common stock of On Command Corporation, was executed in December uw6 and provides that if 
the transaction is completed, we would sell OUT interest in AEG for $332 million in cash and 2.05 
nlilli(in shares of common stock of the buyer valued at approximately $50 million. The transaction, 
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which is sulijcct to regulatory ;jppn)wI and customary closing conditions, is cxpectcd to close in 
m,d-2007. 

Open'l'V and AEC; each rrirct tlir criteria n l  Statement 01 Financial Accounting Standards 
No. 144, Accoiinlirtg for lhc Impoirnwnr or  D~SJJ<J.TO~ of Long-Liwd Asrerr, for classification as assets held 
f o r  silk :IS nf 17cccmber 31. 2DII6 and were included i n  the Capital tiroup. 

On July 21, 2005, wc complctcd t h e  spin off of our wholly-owncd subsidiary, IXscovery Holdmg 
Company ("l>IIC"), t o  oui sh;iichtilders. At the time of thc spin off, DIIC's =sets were comprised nf 
our 100% rrwncrship intercst i n  Asccnt Media Group, our  50% owncrship interest in Discovery 
Cornmimicatiow Inc. and 32tM million in cash The spin off is intended to qualify as a tax-frer spin 
off. We recognized no Rain or loss in connection with the spin off due t o  Ihe pro rata nature oi the 
distribution. 

On June 7, 2004, wt: complcted thc spin off ol our wholly~ownrd subsidiary, 1.iberty Media 
International, Inc. ("LMI"), to our  shareholders. Suhstantially all of the assets and businesses oi LMI 
were attributed ti) our lnternationai Grnup segment. The spin off is intended to qualify as a tax~lree 
spin off. For accounting purposes, tlic spin off is deemed to have occurred on June I ,  2004, and we 
irccognized no gnin or loss in connection with the spin off due t o  the pro rata nature of the 
distribution. 

During the fourth quarter of 21M4, the exccutivr mmmiltce of our hoard of directors approved a 
plm 1n dispose n[ our appruxiriiate 56% owncrship inteiest in Maxide Acquisition, Inc. (dmia D M X  
Music, "DMX')). On February 14, 2005, DMX commenced proceedings under Chapter 11 of the 
Unitcd States Bankruptcy Code. On May 16, 200.5. The Bankruptcy Court approved the sale of 
suhstantialiy all of the operating assets of DMX to a n  independent third party As a result of the DMX 
bankruptcy filing, we deconsolidated DMX effective Dcccmber 31, 2W4. 

Our consolidated financial statements and accompanying notes have been prepared t o  reflect 
OpenTV, AEG. DI-IC, LMl and DMX as discontinued operatiuns. Accordingly, the assets and 
liabilities, revenue, costs and expenses, and cash flows of these subsidiaries have h e m  excluded from 
the iespcctive captinns in the accompanying consolidated balance sheets. statements of operations, 
statements of mmprchensive earnings (loss) and statcments u l  cash flows and have been reported 
under the heading of discontinucd operations in such consolidated financial statements. 

Sfrafegies and <'haNenges OJ Business UniC.7 

OVC has identified improved dnmestic growth ;md continued international growth as key areas of 
focus in 2007. QVC's steps to achieving thesc g<Jak will include ( I )  continued domestic and 
international cfforts to increasc the number of customers who have access to and use its sclvice, 
(2)  continued cspmcion o l  brand relcction and av,iilahlc domestic products and (3) continued 
development and enhancxment uf thc QVC: wcbsiics to drivc lntcrnet commercc. T h e  key challenges io  
achieving thcse goals in both thc U.S. and international markets are (1) incrrdsed competition from 
other home shopping and Internet retailen, (2) advancements in technology, such as video on demand 
and personal video recorders, which may alter TV viewing hdbils, (3) maintaining favorable channel 
positioning :IS digital N penetration increases and (4) siiccessful management transition. 

Starz Lintertainment v iew (1 ) negotiating new affiliation agreements with key distributors and 
(2) increasing suhscrihers to its on-demand and more traditional cable and satellite delivered sewices, 
as well as its Internet delivered services, as key initiatives in 2007. Stam Entertainment faces several 
key obstacles in its attempt to meet tlirsc goals, including: (1) cable operators' promotion of hundled 
srwice offerinp.. rather than prcmium video sewiccc; (2) thc impact on viewer habits of new 
tcchnologies such as video on dematid and persunal video recorden; (3) continued consolidation iti the 



hloadh.md 2nd w c l l i k  disiribution industric'.. dnd (4) an incrcxing nurnbrr of altcmativc movie and 
1,: cigrammirrg swrccs .  

Kesul(.~ gf Operdions 

Rcsu!ls and Oiher lncorne and Expense, as wcl l  as information regarding the contrihution to those 
ilcms of uur  reportable segments categori7.cd hy the tracking stock group to which those segments are 
attrihuied. The "c<)rpUrdte and other" catcgi'ry for each tracking stock group consists 01 those assets 
within the cat ego^ which are attribuird tu huch lracking stock group. For a more detailed discussion 
and analpis 01 tlir linaricial t e d t  of tlic principal reporting scgments of each tracking stock gmup, 
ICC "lnter;ictivc Group" and "Capital Group' hclow. 

Ciinsolidaled Operating Results 

(iunrro~ Wu provide in ttic tat,les bclm ioformation regarding our Consolidated Operating 

Y a m  ended %ember 31, 

I i t W i i U P  

Interactwe Group 
OVC- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Corporate and Othcr . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Capiral Grmp 
S t x r  Entsrtainmsnt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Corporate and Othcr . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

(iinsolidated Liberty . . . . . . . . . . . . . . . . . . .  

Operufing ( h i h  Flow (Deficil) 
Intcractivc I h u p  
uvr . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . .  
: - rqmra ie  and i ) t h  . . . . . . . . . .  . . . . . .  . . . . . . . .  

Capital : imup 
St:iii Enicrtainmeni . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
.. rvpo'mic a n < l  Othur . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ,. 

C'onwl idaled Libcriy . . . . . .  . . . . . . . . . . . . . . . . . . . . . . .  

F-7 

$7,074 6,501 5.687 
252 -- - 

1.033 I,wJ 963 
254 141 93 

_ _ ~  1,287 ~- 1,145 1,056 
~- $8.61; 7,646 - 6,743 

__ ~-~ - 

- - 

$1,656 1,422 1,230 
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Mars ended Decernkr 31, 
~~ 

2006 u185 ZOOC~ 

(anwtun1s in miuioos) 
_ _ _ _ _  

Ol'e,allng IrLcom? ( L m )  
Interactive Group 

OV(' . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,130 921 760 

- ( 5 )  (12) Corporate and Other . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . .  _ _  - - 
~~~~ 1,130 ~. 916 ~- 748 , 

Star/. Entertainment 163 105 148 
('orporatc and Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (272) (77) (108) 

('onsolidated 1.iberty . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . .  $1,021 944 7% 

C'aptal Group  
. . . . . . . . . . . . . . .  . . .  . . . . . . . . . . . .  

__ __ - 
___ (109) 2 - 40 

__ __ - __ .- - 
Revenue. Our consolidated revenue increased 12.6% in 2006 and 13.4% in 2005, as compared to 

the cnrrcsponding prior year. The 2006 increase is due primarily to an 8.8% or $573 million increase at 
UVC and our 2006 acquisitions of Provide ($220 million), Starz Media ($86 million), FUN 
($42 million) and Buyseasons ($32 million). The 2005 increase was driven primarily by growth of 14.3% 
at OVC and growth of 4.3% at Stan Entertainment. In addition, TruePosition's revenue increased 
$77 million ils i t  continitt:d to increase delivery and acceptance of its equipment in Cingular Wireless's 
markris. Sce Managcment's Discussion and Analysis for the Interactive Group and the Capital Group 
below fnr a more complete discussion of QVC's and Starz Entertainment's results of operations. 

In November 2W6, Trueposition signed an amendment to its existing sewices contract with 
Cingular Wireless that requires TruePosition to develop and deliver additional s o h a r e  features. 
Recausc vendor specific. objective evidtncc relatcd ID the value of these additional features does not 
exist, TrucPosition is required to defer revenue recognition until all of the features have been delivered. 
TruePosition estimates that these features will be delivered in the first quarter of 2008. Accordingly, 
TruePosition will not rccognize any revenue under this contract until 200% TruePosition recognized 
apprtmimately $105 million UT revenue under this contract in 2 0 6  prior to signing the amendment. 

We define Operating Cash Flow as revenue less cost of sales, operating Operating Cash F ~ I v .  
expenses and selling, general and administrativc ("SG&K') cxpenses (excluding stock compensation), 
Our chief operating decision maker and management tram use this measure of performance in 
conjunction with other measwcs to evaluate our businesscs and make decisions about allocating 
resource.c among our businesses. We helievc this is an important indicator of the operational strength 
and performance of our husinesses, including each business's ability to service debt and fund capital 

comparisons and benchmarking between husinesses and identify strategies to improve performance. 
'This measure of performance excludes such costs as depreciation and amortization, stock 
compensalion, litigation settlements and impairments of long-lived assets that are included in the 
measurement of operating income pursuant to generally accepted accounting principles ("GAAP"). 
Accordingly, Operatirig Cash Flow should hc cunsidercJ in addition to, but not as a substitute for, 
operating income, net income, cash flow provided by operating activities and other measures of 
financial ~ ~ x f o r m a n c c  prepared in accordance with GAAP. See note 18 to the accompanying 
consolidated financial statements for a reconciliation of Operating Cash Flow to Earnings (Loss) From 
Continuing Operations Before Income 'Taxes and Minority Interest. 

Consolidated Operating Cash Flow increased $242 million or 15.7% and $150 million or 10.8% in 
2006 and 2005, respectively, as compared to the corresponding prior year. The 2W6 increase is due to a 
6234 million o r  16.5% increase at QVC and a $15 million or 8.8% increase at Stan Entertainment. 

I n  addiliort, this m ~ a s u r t  iillcnvs us lo vicw npcrdling results, perform analytical 



Upcrating cash tlow for Provide of $24 million and BuySeasons of $6 million were offset bv operating 
cadi llow dclicits for Starz Media of $24 million and FUN of $11 million. The 2005 increase is due to a 
$ 1 9  million bncrcase for Q V C  and a $30 million improvement for TruePosition, partially offset by a 
$68 million decrease for Starz Enterlainmcnt. 

Stock-hused compemofion. Stock~haxd compensation includes unnpensation rclated 10 (1) options 
and stock appreci;ition fights (“SARs”) lor shares of our uiminon stock that are granted to  certain of 
o u r  officen and employees, ( 2 )  phantom stock appreciation rights (“PSARs”) granted to officers and 
employees ol certain of our subsidiaries pursuant to private equity plans and (3) amortization of 
restricted stock grants. 

t:fIectiw: laniiary I ,  2006, we adopted Statement of Finaiicial Accounting Standtdrds No. 123R 
(revised 2004). “.Share~Barerl Paymen!’’ (“Statement 123K”). Stalement 123R requira lhat we  amortize 
the grant date fair value of our stock option and SAR awards that qualify as equity awards as stock 
compensation expense over the vesting period of such awards. Statement 123R also requires that we 
record our lialiility awards a t  fair value each reporting period and that the change in fair value be 
reflected as stock compensation expense in our consolidated statement of operations. Prior to adoption 
of Statcmcnt 123R, the amount of expense associated with stock-based conipensation was generally 
based on the vesting of the related stock options and stock appreciation rights and the market price of 
the underlying common stock, as well as the vesting of PSARs and the equity value of thc related 
subsidiary. Thc expense reflectcd in our consolidated financial statements w a  based on the w a k e t  
pricc of the underlying coniniiin stock as of the date of the financial statements. 

In  connection with our adoption of Statement 123R, we recorded an $89 million transition 
adjustment, net of related income taxes (if $31 million, which primarily reflects the fair value of the 
liability portion of QVC‘s stuck option awards at January 1, 2006. The transition adjustment is reflected 
in the accompanying consolidated statcment of operations as the cumulative effect of accounting 
change. I n  addition, we recorded $67 million of stock compensation expense for the year ended 
Decembes 31, 2006, compared with $52 million for the comparable period i n  2005. The 2006 stock 
compensation expense is net of a $24 milliun credit related to the terminations of QVC‘s stuck option 
plan as descrihed in nutc 13 to the accompanying consolidated financial statements. As of 
Deremhrr 31. 21106, the total unrecogni~ed wmpensaliiin a s 1  sclated to unvestcd Liberty equity 
awards was apprmimately $59 million Such amount will be rrcognized in our cotisolidated statements 
u l  opcrations VYCI a wciglited average pcriod of approximatrly 2 ycars 

Deprecwfion und arnortizafion. Depreciation and amortization increased in 2006 due to our 
ecqoisitions and capital expenditures partially offset hy a decrease at Starz Entertainment due to 
certain intangibles becoming fully amortized. As the businesses wc acquired in 2005 are not capital 
intensive, we do not expect them to have a significant impact on our depreciation in the future. 
DcpieciaGion and amurrisdrion ticcrcased slightly in 2005 due 10 crrtaiii assets becoming fully 
amiirtired, partially offset hy an  increase in  deprcciahle assets due to capital expenditures. 

impairment of long-lived assets. We acquired our interest in FUN in March 2006. Subsequent to 
i l u r  acquisition, the market value of FUNs stuck tias declined significantly due to the performance of 
milain of “1 JNs whsidiarics and uncertainty surri~mding government legislation of Internet gambling 
rvhich wt bclicvc llrc rnaikct pcrccivrs as potentially impacting FUNs skill gaming business. In 
iunncctinn with our annual evaluation oi the recoverability of FUNS goodwill, we receivcd a third- 
party valilation, wliich indicalcd that the carrying value of FUNs goodwill exceeded its market value. 
kcordingly, we scaignizcd a $111 million impairment charge related to goodwill and a $2 million 
#rnpaiirncnt charge related to trademarks. 

%eraring income (loss). We generated mnsolidated operating income of $1,021 million, 
$944 million :and S7XX million in 2006, 2005 and 2004, respectively. The 2006 inmcase is due to 
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incrcilscs to r  QVC ($2W million) and Stan  Entertainmcnt ($58 million), partially offset by l w e s  
generated by FUN ($140 million, including the above-described impairment charges) and Starz Media 
($?'I millicm) as well as an increasr: i n  corporatc stock compensation expcnse of $34 milliun due to the 
ndoptiuti of Statement 123R. Our operating income in 2005 is attributable to QVC ($921 million) and 
S t a n  Enkrtainment ($105 million) partially offset by operating losses of our other consolidated 
subsidiaries and corporate expenses. 

Olher lncomc and Expense 

C'arnponents of Other Income (Expense) are as follows: 

Interest expense 
Interactive Group . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . .  
Capital Group . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Conxdidaled Liberty . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Interactive Group . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . .  

Coiisolidatzd Libcrty . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Dividend and interest income 

Capital Group . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . .  

Sliarc (if earnings o f  affiliatcs 
Interactive C h u p  . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . .  

.*pita1 Group . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . .  

Corisulidated Liberty . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . .  

Interactive Gioup . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Capital Group . . . .  . . . . . . . . . . . . . . . .  

p 

R c a l i x d  and uiii~ealired gains (losses) on financial instruments, net 

. . . . . . . . . . . . . . . .  
Consolidated Liberty . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

(;;!ins (losses) on dispositions, net 
htcractivc Group . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . .  
Capital Group . . , . , . . . . . . . . . . . . . . . . . .  

Cunsolidatcd L ikdy  . . . . . . . . . . . . . . . . . . . . . .  . . . . . . .  
h;cwteinpomry declines in fair YBIUU of investments 

Interxtivc Group . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Capit;!! Group . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Consolidated Liherty . . . . . . . . . . . . . . . . . . . . . .  

Othcr ,  net 
Interactive tiroup . . . . . .  . . . . . . .  . . . . . . . . . . . . . . . . . . . .  
Capital Group . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . .  

(kinsolidated I i k r t y  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
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Years ended December 31. 
zoo6 2005 2004 
~smountr in rnniims) 

$(417) (374) (385) 
(263) (252) (234) 

$(680) (626) (619) 

$ 40 35 20 
174 108 110 

$214 143 130 

- -~ ~~ 

- - _ _  
= = _  

- - _ _  
_ - _ _  - - _ _  

$ 47 9 (3) 
44 4 18 

$ 91 13 15 

0 20 (17) (17) 
_ _ _ _  274 (1,267) (299) 
$(279) 257 (1,284) 

$ - 40 7 
607 (401) 1.404 

.$ ~ 607 (361) 1,411 

$ .- - - 

_ _ ~  
~ - __ 
~ - 

~ -~ =_= 

_ _ _ _  
- _ 6 _  

(4) (449) X Y )  

$ -~ (4) - (449) (2) 
$ 23 (38) 4 

_ -  ( 5 )  (1) 2) 
$ 18 (39) (26) 

- ._ __ 

- = -- 
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fh i~ i s  (losses) OM dispositions. Aggregate gains (losses) from dispositions are comprised of the 
f o l l uw in~ .  

b r r  ended 
December 31, 

2006 ZW.5 2004 nansnctiuil 
~ - __ ~~.~ ~~~ 

~ B m ( Y m 1 S  in rni1ii""S) 
iapifal Group 
Sale of investment in Court TV . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $303 -. - 
Salr of illvestment in Freescalc . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  256 ~ ~ - 
Sale [if invcstmcnt in Telencrt Global, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . .  - (266) - 
Sale of investment in  Cahlevisi6n S.A. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - (188) - 

844 Sale of Ncws Corporation non-voting shares . . . . .  
387 Exchange transaction with Commst - -  

Other,net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . , . 48 53 173 
607 (401) 1,404 

. . . . . . . . . . . . . . . . . . .  - -  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

-_ _ _  __ 
.- -. - 

Interactive Gmup 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Other, net 40 7 - - - 

$607 (361) 1,411 
~~ ~~~~ - - _  

In the above transactions, the gains or losses were calculated based upon the differenu: between 
Lhc carrying value of the assets relinquished, as determined on an average cost basis, compared to the 
fair value uf the assets received. See notes 6, 11 and 15 to the accompanying consolidated financial 
statements for a discussion of the foregoing transactions. 

Nonlemporary declines in fair value of invesments. During 2006, 2005 and 2004, we determined that 
certain of our cost investments experienced other-than-temporary declincs in value. As a result, the cost 
bases of such investments were adjusted tu  their respective fair values based primarily on quoted 
market prices at the date each adjustment was deemed necessary. These adjustments are reflected as 
nonteniporary declines in fair value of investments in our consolidated statements of operations. The 
impairment recorded in 2005 includes $352 million related to our investment in News Corporation 
voting shares. 

fnconie faxes. Our effective tax rate was 26.2% in 2006, 74.6% in 2005 and 60.2% in 2(W. Our 
2Wh rate is less than the U.S. fedcral income tax rate of 35% due, in part, to a deferred tax benefit we 
recognized when we decided to effect a restructuring transaction which was effective on April I ,  2006. 
and which enahlcd 11s to include TruePosition in o u r  Federal consolidatcd tax group on a prospective 
hasis. As ii result of this decision and considering our overall tax position, we reversed $89 million of 
valuation allowance recorded against TruePosition's net deferred tax assets into our statement of 
operations as a dcferrcd tax benefit in 2lKJ6. This valuation allowance did not relate to net operating 
loss carryforwards or Some other future tax deduction of TruePosition, hut rather related to temporary 
differences caiised by revenue and cast amounts that were recognized for tax purposes in prior periods, 
but have been deferred for linancial reporting purposes until future periods. In addition, we recorded 
deferred Lax benefits of $105 million for changes in our estimated foreign tax rate based on our 
projectinns of our ability to use torcign t m  credits in Ihe future and $25 million for changes in our 
estimated state tax rate used to calculate our deferred tax liabilities. 7hese benefits were partially offset 
by current t.ax expense of $43 million on the gain on sale of Court TV for which we had higher book 
basis than tax hasis and $39 million for impairment of goodwill that is not deductible for tax purposes. 
I n  additinn, we recorded state ($34 million) and foreign ($20 million) tax expense. 

Our effective tax rate in 2005 was greater than the U.S. federal income tax rate of 3S% primarily 
due 1 0  a tax benefit of $147 million that we recorded as a resull of a change in our estimated effective 
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state arid foreign tax rates. In the third quarter of 2005, we ;assessed our weighted average state tax rate 
111 conncction with our spin off of Discovery llolding Company. A? a result of this assessment, we 
decreased our state tax rate used in calculating the amount of our deferred tax liabilities and 
rccognizcd a dcfcrrcd income lax bencfir of $131 million. Also in 2005, we reduced our estimated 
foreign tax rate related to QVC and recognized a tax benefit of $16 million. These tax benefits were 
partially offset by our foreign tax expense and an increase in our valuation allowance for deferred tax 
assets of suhsidiaries that wc do not consolidate for tax purposes. Our effective tax rate in 2004 
differed frnrn the US. federal income tax rate nf 35% primarily due tn foreign and state taxes. 

Ilistoricallg, wc have not  made federal income tax payments due to our ability to use prior year 
net operating and capital losses carryforwards to offset current year taxable income. However, based on 
current projections, we believe that we will use our available net operating and capital losses in 2007, 
and that we will Start making federal income tax payments to the extent that we continue to generate 
twahle income in the future. These payments could prove to he significant. 

Our net earnings (loss) was $840 million, ($33) million and $46 million for the 
years ended December 31, 2006, 2005 and 2004, respectively, and was the result of the abovedescribed 
fluctuations in our rcvenuc and expenses. In addition, we recognized earnings (loss) from dismntinued 
operations of $220 million, $10 million and ($59) million for the years ended December 31, 2006, 2005 
and 2004, respectively. Included in our  2006 earnings from discontinued operations are tax benefits of 
$236 million related IO our excess outside tax basis in OFTV and AEG over our basis for financial 
relmrting 

Liquidity and Capital Resources 

Nef earnimp ( h s ) .  

While the Interactive Group and the Capital Group are not separate legal entities and the assets 
and liabilities attributed to each group remain assets and liah 
manage the liquidity and financial resources of each group separately. Keeping in mind that assets of 
one group may hc used to satisfy liabilities of the other group, the following discussion assumes, 
consistent with management expectations, that future liquidity needs of each group will be funded by 
the financial resources attributed to each respective group. 

l h e  following are potential sourccs of liquidity for each group to the extent the identified asset or 
transaction has heen attributed to such group: available cash balances, cash generated by the operating 
activities of our priuakly-owned subsidiaries (to the extent such cash excceds the working capital needs 
of the subsidiaries and is not otherwise restricted). proceeds from a s e t  sales, monetization of our 
public investment pnrtfolio (including derivatives), dehi and equity issuances, and dividend and interest 

es of our consolidated company, we 

Interactive Gruup. During the year endcd December 31, 2(K)h, the Interactive Group's primary 
uws of rash were the retircrnent oi $1,369 million principal amount of senior notes that  matured in 
Septcmbci 2006, funding the acquisition nf Prnvide ($465 million), repurchases of OVC: common stock 
( S U I  million), capital cxpenditures ($259 million), tax payments to the Capital Group ($173 million), 
stock compensation payments ($1 11 million) and the repurchase of outstanding Liberty Interactive 
common stock. Our  hnard of directors has authorized a share repurchase program pursuant to which 
we may repurchase up to $2 billion rif  outstanding shares of Liberty Interactive common stock in the 
open market or in privately negotiated transactions, from time to time, subject to market conditions. 
During the period from May LO. 2006 to December 31, 2006, we repurchased 51.6 million shares of 
Iibcrty Interactive Serics A common stock for aggregate cash consideration of $954 million pursuant to 
this share repurchase program. We may alter or terminate the stock repurchase program at any time. 

The Interactive Gimup'a uses of cash in 2006 were primarily funded with cash from operations and 
borrowings under QVC's credit fac cs. As of December 31, 2006, the Interactive Group had a cash 
balance of $946 million. 
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‘The priijcctul uscs of Interdctivc Grt,up cadi for 2007 include appruxiiiiateiy $430 million for 
irilerCst payments o n  UVC‘ dcbt and parcnt dcht attributed to the Interactive Group, $350 million for 
capital rxpenrlitiircs. additinnal tax payments IO the Capital Group and additional repurchases of 
Liberty lntrractivc CIMIIIUII stuck. I n  additinn, we may make additional investments in existing or new 
husinessrs and attrihutt: such invcstnieiifs to the lnteractive Group. Howcucr. we dc~ not have any 
commitments to make new inveitmeiits i i t  this time. 

Effective March -3, 2006, OVC refinanced its existing b;mk credit facility with a new $33 billion 
hiink crcdit facility. which was suhsequently amended on Octoher 4. 2006 (the “March 2006 Credit 
Agreement"). The March 2006 Credit Agreement is comprised of ai! $800 million U.S. dollar term loan 
:hat was drawn at closlng, an $800 million U.S. dollar term loan that was drawn on September 18, 
XHh, a $f1011 million multi-currency term loan that was drawn in U.S. dollars on September 18, 2006, a 
$650 million U S  dollar revolving loan and a $650 million multi-currency revolving loan. The foregoing 
multi-currency loans can bc made. at OVC’s option, in IJ.S. dollars, Japanese yen, U.K. pound slerling 
or curos. All loans arc due and payable on March 3, 2011. and accrue interest at a rate equal to 
( i j  LIBOR for the interest pcriod selected hy QVC plus a margin that varies based on QVC’s leverage 
ratio or (ii) the higher of the Fcderal Funds Kate plus 0.50% or the prime rate announced by 1P 
Morgan Chase Bank, N.A. from time tu time. QVC IS required to pay a cornmitment fee quarterly in 
arrcam on thc unused portion of the commitments. 

On Octoher 4, 2006, OVC entered into a new credit agreement (the “October 2006 Credit 
Agreement”). which provide for an additional unsecured $1.75 billion credit facility, wnsisting of an 
$XMl milliun initial term loan inade on October 13, 2006 and SYSO million of delayed draw term loans 
t o  he made after closing froin lime 10 time upon the request of QVC. The delayed draw term loans are 
availahle tmtil September 30, 20N7 and are subject to reductions in the principal amount available 
starting o n  March 31, 2i107. Thc loans will bear interest at a rate equal to ( i j  LIBOR for the interest 
period selccted hy QVC plus a margin that varies based on QVC’s leverage ratio or (ii) the higher of 
the Federal Funds Rate plus U.5096 or the prime rate announced by Wachovia Bank, N.A. from time to 
time. The loans are scheduled to mature on October 4, 2011. 

Aggimgate coniniitrncnts nnder thc March 2006 Credit Agreement and the October 2006 Credit 
Agiccment are $5.25 hillion, and outstanding horrowings aggregated $3.225 billion at December 31, 
?IXih. OV(”s ahiliry t o  hrrrrtiw t h e  uniisrd capacity is dependent on its continuing compliance with the 
iovriiatitc contained in the agreements at the time of, and after giving eifect to, a requested borrowing. 

Copifd G m t p  Diriing Ihc ycar ended Ileccrnher 31, 2006, thc Capital Group’s pr imav uses of 
i i i s l i  w e i r  thc? acquisilioii uf Stair Media ($240 million) and FUN ($200 million), loans to WildBlire 
Cor.rmriiii~;itirrns, an cquily affiliate ($187 million), and nct cash transfers uf $293 million to the 
Iiitcractivt. Cirnup priiit to the Restructuring. ‘Thest invcstittg activities were funded with availahle cash 
on hand and prwerds from derivative setrlem,.nts and 

‘The projected us&? ot Capital Group cash lor 2007 include approximarely $130 million for intorest 
pltynienls on debt attrihuted tu the Capital Group. In addition. we may make additional investments in 
existing or iicw husiilrssrs and attribute such investments tu the Capital Group. However, we d o  nut 
have any commitments to makc new inxstnicnts at this time. 

I n  cimncctiwi with Ihc issudnce of oiir tracking stocks. our board of direclurs authorized a sharr 
icpurchasc program pursuant to which we may repurchase up to $1 hillion of uutstanding shares of 
liberty (hpital common stock i n  the opcn market or in privately negotiated transactions, from time to 
time. subject to market conditions. We may alter UT terminate the stock repurchase program at any 
tiiiic. As of Decemhcr 11, 2006, we have not  repurchased any shares of Liberty Capital common stock 
pilrrrlant to this rcpurchaw: prr,granl. 
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We expect that the Capital Group’> invcsling and financing activities wi l l  be funded with a 
ciinihination o l  cash on hand, cash prweeds trom sales of O~xi i ’ lV,  AEG and our exchange transaction 
milh News Corporation, cash provided hy upcrsting activities. tax payments from the Interactive Group. 
proceeds from collar expirations and dispositions 01 non-rtratcgic assets. At December 31, 2006, the 
(.’npital Group’s sourccs of liquidity include $2,288 million in cash and marketable debt securities and 
57,386 million of non-strategic AFS securities including rclatcd derivatives. To the extent the Capital 
Group rccognircs a n y  (arable gains from the \ale of assets or the expiration of derivative instruments, 
wc may incur currcnt tax expense and he rcqulred to makc t i ix Iiayincnls, thereby reducing any cash 
procccds altrihutahlc to the Capital Group, 

Our derivatives (“AFS Dcrivativei”) rehtcd to certiiiii o f  our AFS investments provide the Capital 
Group with an ;idditional source of liquidity Haxd on tlic put price and assuming we deliver owned or 
Iirmowcd shares t i l  x t t k  each i)f thc AFS Dcrivatives as they mature and rxcluding any provision for 
iiicomc taxes, the Capital Group would h a w  attrihuted to i t  cash proceeds of approximately 
5322 million in 2007, zem in 2008, $1.180 niillion in 2009, 11.6Rfl million in 2010, $446 million in 2011 
;md $866 million in 2013 upon settlement of i t s  AFS Derivatives. 

Prior to the maturity of the equity CUIIBIS. the terms of certain of the equity collars allow 
borruwings against the futurc put option proceeds at LIBOK or LIBOR plus an applicable spread, as 
thc casc may he As of Deccmhcr 31, 2006, such borrowing capacity aggregated approximately 
54,494 million. Such borrowings would reducc thz cash proceeds upon settlement noted in the 
preceding paragraph. In the event we complctc our cxchangr transaction with News Corporation as 
wrrently contemplated, such borrowing capacity would he rcduced hy $916 million. 

Off-Bahnce Sheer Armngemenfs and Aggngole Contmcruol Obligations 

Capital Croup 

17ic following contingencies and ohligatirms have been attrihuted to the Capital Group: 

Starz I:ntertainment has entercd into agrecments with a number of motion picture producers 
which obligate S t i n  Entertainment to pay fees (“Programming Fees”) for the rights to exhibit certain 
rilms that arc released by Ihme pioducers. Tlic unpaid balance under agreements for film rights related 
to films that were available for exhihition by Stan Entertainment at December 31, 2006 i s  reflected as 
:I liability in the accompanying consolidated halancc sheet. Thc halancc due as of December 31, 2006 i s  
payhlc as folluwa: $1111 million in 2 W i ;  $9 million in 2008; and $8 mlllion thereafter. 

Star?. Fkterlaininent has also contracted 11) pay Programming Fees for the rights tn exhibit films 
1li:it have !xen relussed theatrically, but arc n(nt available fur exhibition by  star^ Eiitertainnient until 
soinc firtuie date. Thcst. amounts have not bcrn acrriicd ai Decemher 31. 2006. Slarz Entertainment’s 
cslimiitc of a n m m t s  payable under these agrccincnts is as follows: $5313 million in 2007; $148 million in 
1008: $97 millinu in 2on% $87 1iii1ii~111 i n  m l n ,  $31 r n i i l i o r t  ill 201 I and $67 millioii thercaftcr. 

In  addition. Starz Enterlainmenl is obligated to pay Programming Fees for al l  qualifying films that 
arc re lcacd theatrically in the United States by studios owned hy The Walt Visney Company through 
2009, all qualifying films that are released theatrically in the United States by studios owned by Sony 
Pictures Entertainment through 2010 and al l  qualifying films produce? for theatrical release in the 
United Stiltes hy Revolution Studios th rough 2O0h. Films are gcnerally available to Starz Entertainmeni 
for exhibition IO ~ I2  months after their theatrical release. ‘The Programming Fees to be paid by Starz 
Entertainment are hased on the quantity and domestic theatrical exhibition receipts of qualifying films. 
As these films have not yet heen rcleased in theatres, Starz Entertainment is unable to estimate the 
amounts to he paid under these output agreements. However, such amounts are expected to he 
significant. 
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l i t  ;tiidition t o  thc foreguing cwlractud [ilm <hligatiuns, each of Disney and Sony has the right to 
extend its contiact for an additional three years. If Sony elects to extend its contract, Starz 
Ftitcrtninincnt liiis agreed ttr pay Sony a total of $190 million in four annual installments of 
$47.5 millioit brgiriniug in 2011. rhis option expires Decemhcr 31, 2007. If made, Starz Entertainment’s 
p:iymmrs t o  Sony would he amwtized raiably nvcr the exirnsion period beginning in 2011. An 
extension of this agreement would also result in the payment by Starz Entertainment of Programming 
Fees for qualifying films released hy Sony during the extension period. If Disney elects to extend its 
cuntract, Starz Entertainmcnt is not obligated to pay any amounts in excess of its Programming Fees 
fur qualifying films released hy Ilisney during the extension period. 

I .iherty guarantees Starz Entertainment’s film licensing obligations under certain of its studio 
output agreements. At Decentbcr 31, 2006, Liberty’s guarantees for studio output obligations for films 
releascd by such date aggregated 6695 million. While thc guarantee amount for films not yet released is 
not detcrminable, such amount is cxpected to be significant. As noted above, Stam Entertainment has 
rccognized the liability for a portion of its obligations under the output agreements. As this represents 
a commilmcnt ot Stan Entertainment, a consolidated subsidiary of ours, we have not recorded a 
scpariite liahility for our guarantees of these obligations. 

Since thc date we issued our exchangeable debentures, we have claimed interest deductions on 
such exchangeahle debentures for federal income tax purposes based on the “comparable yield” at 
which we could have issued a fixed-rate debenture with similar terms and conditions. In all instances, 
this policy has rcsulted in us claiming interest deductions significantly in excess of the cash interest 
currently paid on our exchangeable debentures. In this regard, we  have deducted $2,218 million in 
cumulativr interest expense associated with the exchangeable debentures since our 2001 split off from 
ATXrT Corp. Of that amount, S02Y million represents cash interest payments. Interest deducted in prior 
years 011 o~tr exchangeable debentures has contributed to net operating losses (“NOW) that may be 
carried to uffsct laxable income in  2006 and later years. These NOLr and current interest deductions 
on our enchangeablc debentures are hcing used to offset taxable income currently being generated. 

deductihility of interest expense claimed on exchangeable debentures issued by other companies. Tlte 
TAMS conclude that such interest expense must be capitalized as basis to the shares referenced in the 
exchangeable debentures. If the IRS were to similarly challenge our tax treatment of these interest 
deductions, and ultimately win such challenge, there would be no impact to our reported total tax 
expense as the resulting increase in current tax expense would be offset by a decrease in our deferred 
tax expense Ilowcver, we would he ruquired to makc currrnt iederal income tax payments and may be 
rcquitril t(1 niakc interest payments 111 the IRS. These payments could prove to bc significant. 

Pursuant to a tax sharing agrccmcnt (the “AT&T Tax Sharing Agreement”) between us and AT&T 
when we wcrc it suhsidiaq of AT&I; we received a cash payment from AT&T in periods when we 
gcwwlcd liwahla Insrca and scnch lirnittilc Irrsscs WCK utilized by AT&T to reduce its cnnsolidated 
incunic tax liability~ Ti) the extent such losses were not utilized by AT&T, such amounts were available 
t u  r d w e  federal taxable income generated by us in futurc periods, similar to a net operating loss 
carryfotward. While we were a subsidiary of tYT&T, we recorded our stand-alone tax provision on a 
separate return basis. Subsequent to our spin off from AT&Z if adjustments are made to amounts 
previuusly paid undcr the Al‘&T ‘lax Sharing Agrcement, such adjustments are retlected as adjustments 
to additional paid-in capital. During the pcriod from March 10, 1999 to December 31, 2M2, we 
recebed cash payments from AT&T aggregating $670 rnillion as payment for our taxable losses that 
AT&T utilized to reduce its income tax liability. 

Also, pursuant tn the AT&r Tax Sharing Agreemcnt and in connection with our split off from 
AT&7; AT&T was required to pay us an amount equal to 35% of the amount of the net operating loss 
carryforward (“TU NOW’) reflected in TCl’s final federal income tax return that had not hcen used 

lhe IRS 1x1s issued ’lechnical Advice Memorandums (“TAMS”) challenging the current 
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iii iin offset t i )  our uhligations under the AT&T Tax Sharing Agreement and that had been, or were 
iwasonahly expected to he, utilized hy AT&'I: In  connection with our split off from AT&x we received 
an $80.1 million payment for the TCI N O I s  and recorded such payment as an increase to additional 
paill-in capit;il~ Wc weic not paid foi urtiiin of t l i r  TCI NOLs ("SRLY N O W )  due to limitations and 
uncertainty regarding .4T&T's ability to use thcm to offset taxable income in the future. In the event 
AI'& I was ultimately able to use any of the SRLY NOLs, they would he required to pay us 35% of the 
arnount of the SRLY NOLs used. In the fourth quarter of 2004 and in connection with the completion 
III an IRS audit of TCl's tax return for 1994, it was determined that we were required to recognize 
iidditional taxable incomc related to the recapitalization of one of our investments resulting in a tax 
Imhility of apprtrxirnately $30 million. As a result of the tax assessment, we also received a 
curresponding ;irnount ol additional tax basis in the investment. However, we were able lo cause AT&T 
to u\c a portion of the SRLY NOIs to offset this taxable income, the benefit of which resulted in the 
rlimination of the $30 million tax liahility and an increase to additional paid-in capital. 

In the fourth quartet of 2004, AT&T rcqucsted a refund from us of $70 million, plus accrued 
interest, relating to Iosscs that it gencrated in 2002 and 2003 and was able to carry back to offset 
tmable incomc previoiisly offset by our losses. AT&T has asserted that our losses caused AT&T to pay 
$70 million it! alternative minimum lax ("AMT') that it would not have been otherwise required to pay 
had our losses not been included in  its return. In 2004, we estimated that we may ultimately pay AT&T 
up t o  $30 million of the requested $70 million because we believed AT&T received an AMT credit of 
$40 million against income taxes resulting from the AMT previously paid. Accordingly, we accrued a 
$70 riiilliori lialrility witl i  ati offsetting rcduction of additional paid-in capital. Tlie net effect of the 
complction of the IRS tax audit noted above (including the benefit derived from AT&T for the 
utilization of the SRLY Noh) and our accrual of amounts due to AT&T was an increase to our 
clelcrred tax zassets and an increase to our other liabilities. 

In the fourth quarter of 2005, AT&T requested an additional $21 million relating to additional 
IOSSCS it  gemrated and was able to carry hack to offset taxable inmme previously offset by our losses. 
In  addition, tlie information providcd to us in connection with AT&T's request showed that AT&T had 
nor yet claimcx: a credit f o r  AMT previously paid. Accordingly, in the fourth quarter of 2005, we 
increased our accrual hy approximately $40 million (with a corresponding reduction of additional 
paid-in capital) rcprescnting our rrtimatc of the amount we may ultimately pay (excluding accrued 
intcrcsl, if any) to AT&T as a result of this request. Although we have not reduced our accrual for any 
future refunds. we believe we are entitlcd to a rclund when AT&T is able to realize a benefit in the 
I<rmi o f  n credit for  thc AMT previously paid. 

In March 2(X)fi, ATXLT requestwJ a n  additional $21 million relating to additional losscs and IRS 
iiudit ddjusiiiienls that  i t  claims it is ahlc to usc to offset taxable income previously offset by our losses. 
Wc have reviewed this clilim and we believe that our accrual as of December 31, 2005 is adequate. 
Accordlnglv. 110 additional iiccrual was made for AT&T's March 2006 request. 

Although kir accounting purposes we have accrued a portion of the amounts claimed by AT&T to 
hc owcd by us under the AT&T %ax Sharing Agreement. we believe there are valid defenses or set-off 
o r  similar rights in our f;lvor that may cause the total amount that we owe AT&T to be less than the 
;imounls accrued: and under cerlain inlcrprctations of the AT&T Tax Sharing Agreement, we may be 
r::itillcd ti! further reimbursements fiim AI'&l: 

CapiIal Group and Inferactive Group 

In connection with agreeincnts foi the salc of certain assels, we typically retain liabilities that 
relalc to events occurring prior to the salc; such as tax, environmental, litigation and employment 
malters. We generally indemnify the purchaser in the event that a third p a q  asserts a claim against the 
purchaser that relates 10 a liability retained by us. These types of indemnification guarantees typically 
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extend for a number of years. We are unable to estimate the maximum potcntial liability for these 
types of indemnification guarantees as the sale agreements typically do not specify a maximum amount 
and the amounts are dependent upon thc oi~tcomc of futurc contingent events, the nature and 
likrlihoisl of wliicli Cannot he determined at this time. Historically, we have not made any significant 
indemnification payments under such agreements and no amount has been accrued in the 
accompanying consolidated financial statements with respect to these indemnification guarantees. 

We have cuntirigrnt liabilities ielated to legal and tax proceedings and other matters arising in the 
ordinary course of business. Although it is reasonably possible we may incur losses upon condusion of 
such matters, an estimate of any loss or range of loss cannot be made. In the opinion of management, 
it is expected that amounts, if any, which may be required to satisfy such contingencies will not be 
material in relation to the accompanying consolidated financial statements. 

Information concerning the amount and timing of required payments, both accrued and off-balance 
sheet, undcr our contractual obligations at December 31, 2006 is summarized below: 

Rymrnfs due by p~riod 

LCJS than M D l  
Tots1 1 gear 14 pars  4-5 )run 5yeoln _ _ - - _ _ _ _ _ _ _  

(amounts in milliomr) 
Attribufed Capitnl Group contractual obligationr 
lung-term deht(1). . . . . . . . . . . . . . . . . . .  
Interest payments(2) . . . . . . . . . . . . . . . . . . . . . . . . .  
Long-term derivative instruments . . . . . . . . . . . . . . . .  
Operating lease obligations . . . . . . . . . . . . . . . . . . . .  
Programming Fees(3) . . . . . . . . . . . . . . .  
Purchase orders and 01 

rota1 Capital Group. . . . . . . . . . . . . . . .  

Anributrd Inlrroclive Group conlrachral obligafiam 
Long-tcrm debt(]), . . . . . . . . . . . . . . . . . . . . . . . . . .  
Interest payments(2) 
Long-term derivativc instruments . . . . . . . . . . .  
Operating lease oMig 
Purchase orders and other obligations . . . . . . . . . . . .  

Total Interac\ive Group . . . . . . . . .  . . .  
Cbnsolidoled contrachtol obligations 
I.ung-terni deht(1). . . . . . . . . . . . . . . . . . . . . . . . . . .  
Interest payments(2) . . . . . . . . . . . . . . . . . . . . . .  
Lonp-term derivative instrtiments . . . . . . . . . . . . . . . .  
Uperatlng lease obligation:; . . . . . . . . . . . . . . . . . . . .  
Programming Fees(3) . . . . . . . . . . . . . . . . . . . . . . . .  
Purchase orders and other obligations . . . . . . . . . . . .  

Total corisoliilated . . . . . . . . . . . . . . . . . . . . . . . .  

$ 4,738 
2,520 
1,Wl 

61 
1,091 

21 
10,332 

~ 

_ _  

6,400 
3,987 

9 
12 

1,013 
11,481 

11,138 
6,507 
1.910 

133 
1,091 
1,034 

$21,813 - 

__ 
- _- 

__ 

103 
128 

1,484 
10 

648 
21 

2,394 

11 
427 

18 
1,013 

1,469 

I14 
555 

1,484 
28 

M 8  

3,863 

- 

~ 

~ 

- 

~- 

1,034 __ 
- 

~ 

1,812 
235 

18 
258 

2,323 

925 
825 

27 

1,177 

2,137 
1,060 

45 
2511 

4,100 

- 

- 

~ 

- 
~ 

- 

~ 

- 
- 

- -. 

66 2,757 

155 262 
12 21 

118 67 

569 5,046 

218 1,939 

- - - -  
- -~ 

3,243 2,221 
570 2,165 

17 10 

3,839 4,396 

3,309 4,978 
788 4,104 
164 262 
29 31 

118 67 

4,408 9,442 

- 9 

- - - -  
- -  

- - - -  

(1) Includes a11 debt instrumenLs, including the call option feature related to our exchangeable 
debentures. Amounts a e  stated at the face amount at maturity and may differ from the amounts 
s t a t 4  in UUI consolidated balance sheet to the extent debt instruments (i) were issued at a 
discount or premium or (ii) have elements which are reported at fair value in our consolidated 
balance sheet. Also includes capital lease. obligations. Amounts do not assume additional 
borrowings or refinancings of existing debt. 
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I ? )  Arn~~u i i t s  (i) iire liiisrd on our uutstandiiig debt at December 31, 2006, (ii) assumt: the intercst 
rates o n  our  floating rate debt reniain constant at the December 31, 2006 rates and (iii) assume 
that our cxisting debt is repaid at maturity. 

Docs not  include Programming Fecs for films not yct rdcased theatrically, as such amounts cannot 
lic estimated. 

( 3 )  

Reccnl Accoutzrinx Pronouncemenls 

In February 2006. the FASB issued Statement of Financial Accounting Standards No. 155, 
".4cconnrmr1~ for Cwlarrr Hybnd Firtancinl Inrtnrmmts, on amendment of FASB Stafements No. 133 and 
140.'' Statement 155, ;among other things, amends Statement of Financial Accounting Standards 
N o  131. "Acrounting f.r Derivative Insirumenrs and Hedging Activities." and permits fair value 
remcasurcment of hybrid financial instruments that contain an embedded derivative that otherwise 
would require bilurcation. Statement 155 is effective after the beginning of an entity's first fiscal year 
that begins after Septrmher 15, 2M)6. We intend to adopt the provisions of Statement 155SFeclive 
January 1, 2007 ;and IO account for our senior exchangeable debentures at fair value rather than 
bifurcating such debentures into a debt instrument and a derivative instrument as required by 
Statement 133. If we had adopted Statement 155 as of December 31, 2006, we would have recorded an 
increase to long-term debt of $1.9 billion, a decrease to long-term derivative instruments of $1.3 billion 
and an  increase to accumulated deficit of $600 million. 

In J u n ~  2006, the FASB issued FASB Interpietation No. 48, "Accounting for Uncertainly in Income 
Tucs, uti interpretation of FASB Stutement No. 109." FIN 48 clarifies the accounting for uncertainly in 
incomc taxes rccognizcd in a company's financial statements, and prescribes a recognition threshold 
;md measurement attribute for the financial statement recognition and measurement of a tax position 
taken or expected to bc taken in a tax return. FIN 48 is effective for fiscal years beginning after 
December I S ,  2006. While we have not completed our evaluation of the impact of FIN 48 on our 
financial statements, WE believe that the application of ETN 48 will result in the derecognition of certain 
tax liabilities currently reflected in our consolidated balance sheet with a corresponding decrease to our 
accumulated deficit. We are unablc to quantify the amount of these adjustments at this time. 

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 157, "Fair 
k i h r  Measwrmments", which defines fair value, establishes a framework for measuring fair valuc under 
( A A P  and expands disclosures about fair value measurements. Statement 157 applies to other 
accounting pronounccmcrits that rcquirc or pcrmit fair value measurements. The new guidance is 
i:Ifcctivc for financial statemems issued fcw fiscal years beginning alter November 15, 2007, and for 
inicrim periods within those fiscal years. We are currently evaluating the potential impact of the 
adoplion of Statement 157 on our consolidated balance sheet, Statements of operations and 
comprehen\ivr rarnings (loss), and statements of cash flows. 

llrrr hitre Option for Financial Assetv and Finuncial Liub 
.Sluiement So. 1 /I" Statement 15'1 permits entities to choose to measure many financial instruments, 
such as available-for-sale securitics, and certain other items at fair value and to recognize the changes 
i n  fair value of such instrumenls in the entity's statement of operations. Currently under Statement of 
1;inancial Accounting Standards No. 115, entities are required to recognize changes in fair value of 
wailable-for-sale securities in the balance sheet in accumulated other comprehensive earnings. 
Statement 159 is effective as o f  the heginning of an entity's fiscal year that begins after November 15, 
2007. We are currently evaluating the potential impacts of Statement 159 on our financial statcmenls 
and havc not made a determination as to which of our financial instruments, if any, we will choose to 
apply the provisions of Statement 1.59. 

I n  February 2007. the FASU issued Statcment of Financial Accounting Standards No. 159, "The 
including an amendment of FASB 
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I i i l i c n l  ,Accounting EMmnfes 

Thc prcparatioii of our financial statements in confiirnmity with GAAP requires us to make 
cstimatc\ ;and assuniptions that affect thr rtpnrted amounts (if assets and liab 
(iniiricial stiltcincnts and the rcpwtcd amounts of revenue i d  cxpcnses during the reporting period. 
L.i>tcd helow are thc accounting estimates that wc helicve are critical to our financial statements due to 
the degree of uncertainty regarding the estimates or assumptions involved and the magnitude of the 
asset, linhility, rcvcriue or expense being reported. All of these accounting estimates and assumptions, 
:IS rvell a, the resulting impact ti’ our financi:il statements. havc been discussed with our audit 
committee. 

es at the date of the 

Currying b l u e  (,f Invesfmnls. Our c m t  and equity method investments comprise a significant 
portion of our total assets at each 11f December 31, 2006 and 2005. We account f w  these investments 
pursuant to  Statement of Financial Accnunting Standards No. I 15. Statement of Financial Accounting 
Standards No.  142, Accounting Principles Roard Opinion No. 18. ElTF Topic 03-1 and SAB No. 59. 
.T‘hcsc accounting principles require us to periodically evaluate o u r  investments to determine if 
decreases in Pair value below our cost bases are other than temporary or “nontemporary.” If a decline 
i n  fair value is determined to he nontemporary, we arc required t o  reflect such decline in our  
statement of operalions. Nontemporary declines in fair value of our  cost investments are recognized on 
a Sepdrate line i n  our Statement of operations, and nontemporary dc.clines in fair value of w r  equity 
niethud invcsrments are included in slmre of losses of affiliates in our statement of operations. 

‘Thc primary factors we consider in our determination of whether declines in fair value are 
nontemporav are the length of time that the fair value of the investment is below our  carrying value; 
and the financial condition, operating performance and near lcrm prospects of the investee. In 
addition. we coiisidcr the reason foi tlit: decline in fair VBIIIC,  he it general market conditions, industry 
specific or inyestee specific; analysts’ ratings and estimalcs of 12 month share price targets for the 
invcstee; changes in stock price or valuation suhsequent to the balance sheet date: and our intent and 
ability to hold the investmcnt for a period of time sufficicnt to allow for a recovery in fair value. Fair 
value of our puhlicly traded investments is based oil the market prices of the investments at the balance 
sheet date. We estimate the fair value of our  other cost and equity investments using a variety of 
inetliodologics, including cash flow multiples, discounted cash flow, per subscriber values, or values of 
comparable public or private husinesscs. Impairments are calculated as the difference between our 
carrying va lu t  and our estimate 01 fair v a l u ~ .  As our  assessment of the fair value of our  invesLmenfs 
;ind any resulting inipairment losses and the timing of wlieii to  recognize such chargcs requires il high 
d c g i ~ e  of judgment and includes significant estimates and assumptions, actual results could differ 
materially from our estimates and assumplions. 

OLII i:v;iluation of the fair valuc of O U ~  investments and any  resulting impairment charges are made 
;is of the most recent halancc sheet date. Changes i n  fair value subsequent to the balance sheet date 
duc t o  i l ic factors dcscribed ahovc are possible. Subsequent dccrcases iii fair valuc will be recognized in 
o u r  slatcnient of operations in the period in which they occur to  the wtcnt  such decreases are deemed 
to hc nontemporary Suhsequeiit iiicreases i n  fair value will he recognized in our statcment of 
operations only upon our ultimate disposition of the investment. 

AFS equity securities. 
At Lkcemhcr 31. 2006, we had iinrralizcd holding losses 0 1  $ 1  million related to certain of our  

Accounting for Derivative Inshumenrs. We use various derivative instruments, including equity 
collars, writtcn put and call options, interest rate swaps and foreign exchange contracts, to manage fair 
value and cash flow risk associated with many of our  investments, some of our debt and transactions 
denominated in forcign currencies. We account for these derivative instruments pursuant to Statement 
I33 and Statement of Financial Accounting Standards No. 149, “Arnerufment of Slnternent No. 133 on 
Derivofiw lnsrrurnenfs and Hedging Activities.” Statement 133 and statement 149 require that all 
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